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INDEPENDENT AUDITQR'S REPORT

Honorable Supervisor and Board of Trustees
Township of Adams
Painesdale, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Township of Adams as of and for the year then ended March 31,
2008, which collectively comprise the Township's basic financial statements as listed in the table of contants. These financial

statements are the responsibility of the Township’s management, Qur responsibility is to express opinions on these financial
statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to abtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclogures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall finaneial statement presentation. We believe that our audit provides areasonable
basis, for our opinions. '

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position
of the governmental activities, the business type activities, each major fund, and the aggregate remaining fund information
of the Township of Adams as of March 31, 2008, and the respective changes in financial position for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

The Township of Adams has not presented a management’s discussion and analysis that accounting principles generally accepted
in the United States has determined is necessary to supplement, although not required to be part of, the basic financial statements.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the Township's
basic financial statements. The supplemental information is presented for purposes of additional analysis and isnot a required
part of the basic financial statements, The supplemental information has been subjected to the auditing procedures applied

in the audit of the basic financial statements and, in our opinion, is fairty stated in all material respects in relation to the basic
financial statements taken as a whole,

July 22, 2008 Certified Public Accountants



TOWNSHIP OF ADAMS

STATEMENT OF NET ASSETS

ASSETS:
CURRENT ASSETS:
Cash and cash equivalents
Receivables
Prepaid expenses
Internal balances
Due from fiduciary funds
TOTAL CURRENT ASSETS
NONCUREENT ASSETS:
Restricted cash
Capital assets
Less: accumulated depreciation

TOTAL NONCURRENT ASSETS
TOTAL ASSETS
LIABILITIES:
CURRENT LIABILITIES:

Accounts payable and accrued expenses

Bonds payable, current maturities
TOTAL CURRENT LIABILITIES
NONCURRENT LIABILITIES:

Bonds payable, less current maturities

Compensated absences

Deferred revenue
TOTAL NONCURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS:
Invested in capital assets, net of related debt
Contribuled capital
Restricted for debt service
Restricted
Unreserved
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

March 31, 2008

Primary Government

Governmental Business-type
Activities Activities ‘Total

L 397017 § 720,444 % 1,126,461
15,658 103,428 119,087

8,805 13,856 28,665

222538 (222,338) -

745 - 743

644,767 638,191 1.274.958

- 841,182 ¥41,182

2,037,516 11,554,428 13,631,944
{1.230,121) (3.344.115) {4.574,2386)

807.395 9,091,495 9.898 890

h 1452162 § 072168 3§ 11,173,848
¥ 14,187 § 35441 % 49,638
10,600 48.00D 58.000

24,197 83441 107.638

25,000 2,540,000 2,565,000

2,279 - 2,279

- 62,2272 H2.222

27.279 2,602,232 2.6249.501

51.476 2685663 2.737.139

805,116 637,094 1442210

- 5,025,219 5,025,219

6,504 - 6,504

- 841,182 341,182

589.066 532,528 1.121.594

1,400,686 7,036,023 8.436.709

& 1.452.162 % 0721686 % 11,173,848

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF ADAMS

STATEMENT QF ACTIVITIES
March 31, 2008
Net (Expense} Revenue and
Progrum Reveoucs Changes in Net Assets
Operating Capilal Primary Gavernment
Charges for  Granls and Granis and ~ Governmental Business-Type
Expenses _ Services Contribiions  Contributions Activities Activilics Total
FUNCTIONS/PROGRAMS
Primary government:
Govemmeni activities;
General povernment 5 123249% 20254 % -% -8 (93,995) & -5 (93,993)
Public safety 26,446 - - - (26,446} - (26,446
Public works 33228 - - - {33,228} - (33,228}
Recreation and culture B.846 - - - (B.846) - (8.846)
Other 52,646 - - - (52,646) - {52.646)
Principal on long term debt 10,600 - - - (10,000) - (10,800)
Interest on long term debt 1,800 - - - {1,800) - {1,800
Total governmental-activilics 256,215 29,254 - {226.9611 - {(226861)
Business-type activities:
Water 460,400 408,012 - - - {52,388) {52,388}
Sewer 184 684 178.978 - - - 5, 7063 (5.706)
Tatal husiness-type activities 645,084 386,990 - - - {38,094} {58.094)
Total primary government $_501.299 § 616244 § - - (226,961} (58.094} {285.055}
Genearal Revenues:
Taxes

Property taxes, levied for general operalions 81,863 - 81,863

Stata shared revepues 133,842 - 133,842

Interest und investment earnings 5,252 31,604 36,856

Cantributions not restricted to spacific programs 1600 - ' 100

Other 23.754 9.848 33.602

Total general revenues, transfers, and special items 244 811 41452 286.263

Change in Net Assels 17,850 (16,642) 1,208

Net Assets - Beginning 1,382.836 7.052.665 8.435.501

Net Assets - Ending $ 1400686 $ 7.036.023 $ 8.436.709

"The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF ADAMS
BALANCE SHEET . GOVERNMENTAY FUNDS

March 31, 2008
Other
Non-major Tatal
General Governmental  Governmental
Fund Funds Funds
ASSETS:
CURRENT ASSETS:
Cash and cash eguivalents 3 397,017 § -5 397,017
Taxes receivabla 7.270 8,388 15,658
Due from ather funds 262 416 11,515 303,831
Due from fiduciary funds 745 - 745
Prepaid insurance 8,809 - 8.80%
TOTAL CURRENT ASSETS 3 706,257 § 19903 § 726,160
LIABILITIES:
CURRENT LIABILITIES:
Accounts payable 8 6,983 § 571 % 7,554
Accrued expenses 6,643 - 6,043
Due to other funds 81,393 - 81.393
TOTAL CURERENT LIABILITIES 85,019 571 95.590
FUND BALANCES:
Restricted - 6,504 6,504
Unreserved 611,238 12 828 624,066
TOTAL LIABILITIES AND FUND BALANCES b 706,257 $ 19.903 630,570
Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not financial resources and therefore #re not
reported in the fands, 807,395
Long-term liabilities, including bonds payable are not due and payable in the current period and
therefore are not reported in the funds, (37.279
Net assets of governmental activities 5 1.400.686

The accompanying notes to financial statements are an integral part of this statement,
8



TOWNSHIP OF ADAMS
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUUND BALANCES
Year Ended March 31, 2008

Other
Non-major Total
General Governmentai  Governmental
Fund Funds Funds
Revenues:
Taxes § 32,223 % 20,640 3 81,863
State revenue sharing 133,842 - 133,842
Other state revenug 1,018 - 1,018
Charges for services 29,354 - 29,254
Interest 5,252 - 3,252
Rentals 6,300 - 6,300
Contributions 100 - 100
Other revenue 14.150 2,286 16.436
Total revenues 242,139 31,926 274,065
Expenditures:
General government 88,649 - 88,8490
Public safety 841 25,605 26,446
Fublic works 33,228 - 33,228
Recreation and culture 8,846 - 8,846
Other 52,646 - 52,646
Principal and interest - 11,800 11,800
Total expenditures 184.210 37.405 221,615
Excess (deficiency) of revenue over expenditures 537,929 {5.47%) 52,450
QOperaling transfers in - 20,500 20,500
Operating transfers out {20.500) - {20,500)
Total other financing sources (nses) (20,500 20.500 -
Fund Balance (Deficit) - Beginning of Year 573.809 4311
Fund Balance (Deficit) - End of Year $ 611338 § 19,332
Amounts reported tor governmental activities in the statement of aclivities are different because:
Governmental funds do not record depreciation and report capital outlays as expenditures.
This amount represents depreciation. {54,683)
Accrued expenses recorded in the statement of activities are not recorded as expenditures
in the governmental funds uatil they are incurred, 20.083

Change in net assets of governmental activities b 17.850

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF ADAMS
PROPRIETARY FUNDS
BALANCE SHEET
Year Ended March 31, 2008

Business-Type Activities

Major Funds
Sewer Water
System Svstem Total
ASSETS:
Current assets:
Cash and cash equivalents % 532,621 % 196,823 % 729,444
Accounts receivable 70,392 33,637 103,429
Prepaid expenses 1,356 18,500 19,856
Due from other funds 2.000 100.954 102,954
Total corrent assets 606.369 346,314 955.683
Restricted cash 264.860 576,322 B41.182
Property, plant, and equipment 7,573,733 4,020,875 11,594,428
Accumulated depreciation {1,542.472) (1.801.643) {3.344.115)
6,031,281 2,219,032 8.250.313
TOTAL ASSETS 3 6.902.510 § 3.i44.668 3 10047178
LIABILITIES:
Current lisbilities: .
Accounts payable b 73353 % 4,042 § 11,377
Accrued expenses 216 23,848 24,064
Due to other lunds 290,610 34,882 325,492
Current maturities on long term debt 22000 26,000 48,000
Tota] current liabilities 320.161 88.772 408.933
Long-term liabilities:
Deferred revenue 62,222 - 62,222
Bonds/note payabie 1,437.000 1.103,000 2,340,000
TOTAL LIABILITIES 1.819.383 1.181.772 3.011.155
FUND EQUITY:
Cuniributed capital 4,676,898 348,321 5,025,219
Retained carnings:
_ Reserved 264,860 576,322 841,182
Unreserved 141369 _  1.028.253 1.169.622
Total retained earnings 406,229 1,604.575 2,010,804
TOTAL FUND EQUITY 5,083,127 1,952 896 7.036.023
TOTAL LTABTLITIES AND FUND EQUITY 3 6902510 3 3.144.668 3 10.047.178

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF ADAMS
PROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN RETAINED EARNINGS
Year Ended March 31, 2008

Business-Type Activities

Maior Funds
Sewer Water
System Systern Total

OPERATING REVENUES:

Sales and charges for services 5 178,578 % 408,012 § 586,990

Other revenue 597 8,251 9.848
TOTAL OPERATING REVENUES 179.575 417,263 596,838
EXPENSES:

Salaries, wages, and fringe bencfits 13,483 121,971 135,454

Supplies, materizls, and other 5,647 51,222 56,864

Repair and maintanance - 30,663 30,663

Insurance - 16,531 18,531

Utilities 6,226 108,819 115,045

Other services and support 94,070 4,604 08,674

Pepreciation 200.355 83,019 283374

TOTAL OPERATING EXPENSES 319,781 416,829 736,610
OPERATING INCOME (1.OSS) (140,206) 434 (139,772)
NON-OPERATING REVENUES (EXPENSESY:

Interest income 3,764 25,840 31,604

Interest expense €33.299) {65,273) (98.572)
TOTAL NON-OPERATING REVENUES (EXPENSES) (27,535) (35.433) (66.96R)
NET INCOME (LOSS) (167,741) (38,999) (206,740)
RETAINED EARNINGS (DEFICIT), BEGINNIMNG OF YEAR 5,082,472 1,970,193 7.052.665
ADIUSTMENTS TO FUND EQUITY:

Add depreciation on fixed assels acquired with new capital 168,396 21,702 190.098
RETAINED EARNINGS (DEFICIT), END OF YEAR 3 5,083,127 % 1.852.896 % 7.036.023

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF ADAMS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
Year Ended March 31, 2008

Enterprisc Funds

Sewer Water
System System Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers 3 179306 % 408,930 1 588,242
Paymenis to suppliers 20017 {259,475) {280,392)
[ayments to employees (13,615) {84,239 {97,854}
Other receipts (payments) 543 9,252 9,795
Net cash provided by operating activities 145,317 74,474 219,791
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchases of capital assets 0 (3,529) (3,529)
Principal paid on capital debt {20,940) {25,000) {45,940}
Interest paid on capital debt {33,209} (65,273) {98,572)
Net cash (used) by capital and relaled financing activites (54,239) (593.802) (148,041)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends 5,764 25,840 7,808
Net cash provided by investing activities 3,764 23,840 7,808
Net (decrense) in cash and cash equivalents 96,842 6,512 79,558
Balances -- beginning of (he year 700,639 766,633 1,467,272
Balances -- end of the year 3 797481 § 773,145 & 1,570,626
Reconciliation of operating income (loss) to net cash provided
{used) by operating activities: .
Operating income (loss) 3 {140,208) $ 434 § (139.777)
Adjustments to reconcile aperating income to net cash provided
(used) by operating sctivities;
Depreciation expense 200,355 83,019 283,374
Change in assets and liabifities
Receivables, net (2,893) 025 (1,968}
Prepaid Expenses {1,356) (3,919} (5,273)
Accounts and other payables 86,329 (6,327 80,002
Acerued Expenses {132) 342 210
Deferred revenue 3.220 0 3,220
Net cash provided by operating activities b 145317 § 74474 § 219.791

The accompanying notes 1o financial statements are an integral part of this statement,
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TOWNSHIP OF ADAMS
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
March 31, 2008

Fiduciary
Funds

ASSETS:

Cash 3 27,387
Due from other governmentzal units 10,623
TOTAL ASSETS $ 38,010
LIABILITIES:

Due to General Fund 5 745
Due to Fire Protection Fund 23
Due to other governmental units 37,242
TOTAL LIABILITIES b 38,010

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF ADAMS
NOTES TO FINANCIAL STATEMENTS
March 31, 2008

The Township was organized enMarch 19, 1867 and covers an area of approximately 47,5 square miles, The Township operates
under an elected board of five members.

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Township of Adams, Michigan, conform to generally accepted accounting principles for local
cpovernmental units as prescribed by the Governmental Accounting Standards Board and the American Tnstitute of Certified
Public Accountants, The following is a summary of the more significant policies:

REPORTING ENTITY

The Township of Adams is incorporaied under the laws of the State of Michigan and operates under an elected council form
of government,

There are no other governmental units within the Township that are controlled by, or dependent upon the Township's Board
of Trustees. In accordance with NCGA Statements 3 and 7, control by, or dependence on the Township, was determined on
the basis of appointment of the governing body or governing authority budget adoption, taxing authority, cutstanding debt

secured by revenues or general obligations of the Tawnship, obligation of the Township to finance any deficits that may occur,
surplus funds, and scope of public service.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

Government-Wide Financial Statements - The statement of net assets and the statement of activities display information about
the Township as a whole. These statements distinguish between activities that are governmental and those that are considered
business-type. These statements exclude fiduciary activities such as trust and agency funds.

The government-wide financial statements are prepared using the economic resources measurement focus and the accrual
basis of accounting as further defined under proprietary funds below. This is the same approach used in the preparation of
the proprietary fund financial statements but differs from the manner in which governmental fund financial statements are
prepared. Therefore, governmental fund financial statements include a reconciliation with brief explanations ta better identify
the relationship between the government-wide statements and the statements of governmental funds.

The government-wide statement of activities presents a comparison between expenses and program revenues for each different
identifiable activity of the business-type activities of the Township and for each governmental program. Expenses are those
thatare specifically associated with a service or program and are therefore clearly identifiable to a particular function. Program
revenues include charges paid by the recipients of the goods or services offered by the programs and grants and contributions
that are restricted to meeting the operational or capital requirements of a particular function. Revenues which are notclassified
as program revenues are presented as general revenues, The comparison of program revenues and expenses identifies the
extent to which each function is self-financing or draws from the general revenues of the Township.

Internal activity is limited to interfund transfers which are eliminated toavoid "doubling up" revenues and expenses, Net assets
are reported as restricied when constraints placed on net asset use are either externally imposed by creditors (such as through
debt covenants), grantors, contributors, or laws or regulations of other governments or imposed by law through constilutional
provisions orenabling legislation. The net assets restricted for other purposes resuit from special revenue and capital projects
and the restrictions on their net asset use.

14



TOWNSHIP OF ADAMS
NOTES TO FINANCIAL STATEMENTS
March 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Financial Statements - Fund financial staternents report dstailed information about the Township. The focus of governmental
and enterprise fund financial statements is on major funds rather than reporting funds by type. Bach major fund is presented

in a separate column. The two major governmental funds are each presented in a single column on the governmental fund
financial statements,

The following fund types are used by the Township:

Govemmental Funds - The focus of the governmental funds” measurement (in the fund statements) is upon determination of
the financial position (sources, uses, and balances of financial resources) rather than upon net income.

The following is a description of the major governmental fund of the Tawnship:

General Fund - The General Fund is the government's primary eperating fund. It is used to account for all financial
resources of the general government, except those required to he accounted for in another fund.

The following is a description of the non-major governmentai funds of the Township:
Fire Fund - The Fire Fund accounts for fire protection by special assessment under Act 33, 1951, 2s amended.

Debt Retirement Fund - The Debt Retirement Fund is used to account for the accumulation of rescurces for, and
the payment of, general long-term debt principal, interest, and related costs.

Enterprise Funds - Enterprise Funds are used to account for operations (a) that are financed and operated in a manner similar
to private business enterprises where the intent of the governing body is that the costs (expenses, including depreciation) of
praviding goods or services to the general public on a continuing basis be financed or recovered primarily through user charges;
or (b) where the governing bedy has decided the periodic determination of revenues earned, expenses incurred, and/or net
incame is appropriate for capital maintenance, public policy, management control, accountability, or other purposes.

Both water and sewer funds are major enterprise funds of the Township.

Fiduciary Funds - Fidueiary funds are used to report assets held in a trustee or agency capacity for others and therefore are
not available to support Township programs. The agency fund is custodial in nature and does not present results of operations
or have 2 measurement focus. Fiduciary funds are not included in the government-wide statements.

The following is a description of the fiduciary funds:

Current Tax Collection Fund - The Current Tax Collection Fund accounts for collection and disbursement of
property tax collections,

Delinguent Tax Collection Fund - The Delinguent Tax Collection Fund accounts for collection and disbursements
of delinquent taxes and deposits due to other vnits and individuals.
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TOWNSHIP OF ADAMS

NOTES TO FINANCIAL STATEMENTS
March 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accrual Method

The government-wide financials statements are reported using the economic resources measurement focus and the acerual
basis of accounting, as are the fiduciary fund financial statements, Revenues are recorded when earned and expenses are recorded
when a liability is incutred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the

year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met.

Modified Accrual Method

Governmental fund financial statements are reported using the curreni financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the Township considers revenues to be available if they are collected within 60 days of the end of
the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting, However,

debt service expenditures, as well as expenditures related to compensated absences and claims and judgments, are recorded
only when paymeni is done.

Property taxes, state revenue, and interest associated with the current fiscal period are all considered to be susceptible to accrual
and so have been recognized as revenues of the current fiscal period. All other revenue items are considered to be measurable
and available only when cash is received by the Township.

Other Accounting Policies

Cash and Cash Equivalents - The Township’s cash and cash equivalents include checking, money market, certificates of deposits,
and savings accounts.

The Township reports its investments in accordance with GASB Statement No. 31, Accounting and Financial Reporting for
Certain Investments and for External Investment Pools and No. 40, Deposits and Investment Risk Disclosures. Under these
standards, certain investments are valued at fair value as determined by quoted market prices, or by estimated fair values when
quoled market prices are not avatlable. The standards also provide that certain investments are valued at cost (or amortized
cost) when Lhey are of a short-term duration, the rate of return is fixed, and the district intends to hold the investment until
maturity, Accordingly, investments in banker acceptances and commercial paper are recorded at amortized cost.

State statutes authorize the Township to invest in U.S. government ebligations, certificates of deposit, commercial paper, repurchase
agreements, bankers acceptances, and with some restrictions, mutual funds, An Attorney General’s opinion states that public

funds may not be deposited in financial institutions focated in states ather than Michigan. The Township does have an investment
policy that meets state statutory regulations.

Property Taxes - Property taxes are levied on December 1. The Township collects its own property taxes uniil February 28,
at which time collection is turned over to Houghton County for collection.

For the year ended March 31, 2008, the Township levied the following amounts per $1,000 of assessed valuation:

Tund Mills
Township Operating 1.2910

16



TOWNSHIP OF ADAMS
NOTES TO FINANCIAL STATEMENTS
Mareh 31, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Restricted assets - Cerlain cash accounts are classified as restricted assets on the balance sheet because their use is limited.

Receivables and Payables - In general, outstanding balances between funds are reported as **due to/from other funds.”
All receivables, including property taxes receivable, are shown net of allowance for uncollectibles.

Inventory

The Township utilizes the purchase method of recording inventories of materials and supplies. Under the purchass method,
inventories are recorded as expenditures when they are purchased,

Encumbrances

Encumbrances are defined as commitments related to unperformed contracts for goods and services. The Township does not

record encumbrances inthe normal course of operating ifs accounting system and none are recorded in the accompanying financial
statements

Capital Assets

Capital assets, which include land, buildings, equipment, water/sewer improvements, and vehicles are reported in the applicable
governmental activities column in the government-wide financial statements. Capital assets are defined by the government
as assets with an initial individual cost of more than $3,000. Such assets are recorded at historical cost or estimated historical
cost if purchased or constructed. Donated capital assets are recorded at estimated fair markel value at the date of donation.
Costs of normal repair & maintenance that do not add to the value or materially extend assel lives are not capitalized.

Buildings, equipment, and vehicles are depreciated using the straight-line method over the following useful lives:

Buildings and additions 20-50 years
Vehicles 5-10 years
Furniture and other equipment 5-1{} years

Fund Equity - The uareserved fund balances for governmental funds represent the amount available for budgeting future operations,
Unreserved retained earnings for proprietary funds represent the net assets available for Future operations or distributions.
Reserved fund balance for governmental funds represent that portion of fund equity which has been legally segregated for
specific purposes and/or does not constitute current available spending resources. Reserved retained earnings for proprietary
funds represent the net assets that have been legally identified for specific purposes,

Contributed capital - The Township foliows the policy of reducing contributed capital in the water and sewer funds for an
amount equal to the yearly depreciation on assets acquired or constructed with such contributed capital. This policy is based
on the premise that future replacement of these facilities will be funded by the users who benefit from the facilities and not
current users through the current rate structure. AtMarch 31, 2007, Federal, State and Local contributed capital of $5,215,317
has been reduced to $5,025,219 as of March 31, 2008. The current year amortization is $190,098.
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TOWNSHIF OF ADAMS
NOTES TO FINANCIAL STATEMENTS
March 31, 2008

NOTE A - SUMMARY OT SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accrued Benefits

The liabilities for accrued benefits reported in the government-wide statements in the amount of $2,279, consisted of sick
leave and vacation balances.

Accrued vacation time is payable upon termination of employment or retirement. Accrued sick leave is not paid to employees
upon termination of employment or retirement, thus there is not vested liability for unused sick leave.

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities in the
statement of net asscts,

Estimates

The preparation of finaneial statements in conformity with accounting principles generally accepted in the United States of
Amerjca requires management to make estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes, Actual results may differ from those estimates.

NOTE B - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

‘The Township follows these procedures in establishing the budgetary data reflected in the financial statements:

a.  Each January, the Township Supervisor prepares a proposed operating budget for the fiscal year commencing

the following March 1, and submits this proposed budget to the Township Board of Trustees at the annual meeting
in March.

b.  The Township Board of Trustees reviews the proposed budget, which includes proposed expenditures and the
means of financing them,

c.  Pursuant to the statute, the proposed budget as approved by the Board of Trustees, is submitted to the Township
ata public hearing, at which time public comment is invited. The final budget is formally adopted at the next board
meeting.

d.  The Board of Trustees reviews the budgel quarterly during the fiscal year and makes formal amendments when
appropriate.

e.  Budget appropriation’s lapse at the end of the fiscal year,

Budgetary amounts reported herein are as originally adopted, or as amended by the Township Board throughout the operating
year,

Inaccordance with the State of Michigan Budgeting and Accounting Acl, the Township must adopt an annual operating budget
for the General Fund.

In the body of the financial statements, the Township’s actual expenditures and budgeted expenditures for the budgetary funds

have been shown ona functional basis. Violations, if any, for the general fund are noted in the required supplementary information
section.
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TOWNSHIP OF ADAMS
NOTES TO FINANCIAL STATEMENTS
March 31, 2008

NOTE C - CASH AND INVESTMENTS

Custodiaj Credil Risk - Deposits - In the case of deposits, this is the risk that in the event of a bank failure, the Township’s
deposils may not be returned fo it. Asof March 31,2008, $443,762 of the Township’s bank balance of $2,008,635 was expased
to custodial credit risk because it was uninsured and collateralized with securities held by the pledging financial institution’s
trust department or agent, but not in the Township’s name.

The Township will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or backer,

by; limiting investments to the types of securities allowed by law; and pre-qualifying the financial institutions, broker/dealers,
intermediaries and advisors with which the Township does business.

Atyear-end, the Township’s cash deposits (checking, savings and certificates of deposit) were reported in the basic financial
statements in the following categories:

Governmental Enterprise Fiduciary Total Primary

Activities Funds Funds Government
Unrestricted cash $ 397017 % 720444 § g s 1,126,461
Resiricted cash 0 841,182 27,387 868,569

Total cash and cash equivalents § 397,017 § 1,570,626 §$ 27,387 § 1,995,030

NOTE D - INTER-FUND RECEIVABLES, PAYABLES, AND TRANSFERS

Amounts due from (to) other funds represent the balance of monies due from or te other funds for expenditures made or fund
balance transfers approved. The amounts of inter-fund receivables and payables as of March 31, 2008 are as follows:

Inierfund Interfund
Fund Receivable Fund Payable

General $ 202416 Baltic Sewer 5 20,025
Painesdale Sewer 33,833

Trimountain Sewer 216,752

Atlantic Mine Sewer 9,715

Retail Water 12,091

Subtotal 292,416 Subtotal 202418

Fire Fund 7,011 General Fund 7,011
Subtotal 7,011 Subiotal 7,011

Debt Service 4504  General Fund 4,504
Subtotal 4,504 Subtotzl 4,504

Atlantic Minc 1,000  Retail 1,000
Subtotal 1,000 Subtotal 1,000

Wholesale Water 89,604  General Fund 68,813
Retail Water 20,791

Subtotal 83 604 Subtotal 89,604

Retail Water 11,350  General Fund 1,065
Atlantic Mine Sewer 10,285

Subtotal 11,330 Subtotal 11,350

Paincsdale Sewer 1,000 Retail Water 1,000
Subtotal 1,000 Subtotal 1,000

TATALS $ 406,885 TOTALS 3 406,885
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NOTES TO FINANCIAL STATEMENTS
March 31, 2008

NOTED - INTER-FUND RECEIVABLES, PAYABLES, AND TRANSFERS {Continued)

Fund Transfer [n Fund Transfer Out
Debt Service 5 20,500 General 5 20,500
NOTE E - RECEIVABLES
The detail of receivables at March 31, 2008 are as follows:
) Debt Total Primary
Receivibles General Fire Retirement Proorietary Government
Receivables Y 7270 % 0 % o 3 103,426 % 110,659
Special assessment 0 6,388 2,000 0 8,388
Total receivables % 1290 0% 6,388 &% 2,000 % 103,429 &% 119,087

NOTE F - CAPITAL ASSETS

Capital asset activity of the Township’s governmental activities was as follows:

Balance Balance
04/01/07 Additions Deletions 03/31408

Land h 168,779 § 0 % g % 168,779
Capital assets being depreciated:

Building and additions 1,444,130 0 0 1,444,130

Equipment and machinery 121,508 th 0 121,508

Infrastructure 87,856 0 0 87,856

Office equipment 36,000 0 0 36,000

Vehicles 179,243 0 176,243

0
Subtotal 1,868,737 0 0 1,868,737
Accumulated depreciation:

Building and additions 983,586 19,607 0 1,003,193

Equipment and machinery 06,509 4,207 0 100,776

Infrasiructure 22,333 4,393 0 20,726

Office equipment 3,800 4,600 0 18,400

59,150 21,876 0 81.026

Subtotal 1,175,438 54,683 0 1,230,121

Met capital assets being depreciated 493,259 {54.683) ] 638.616

Net capital assets 3 862,078 3§ (54.683) § C % 807,395

Depreciation expense was charged to activities of the Township as follows:

Governmental activities

General government % 24,768
Fire proteclion 29,915
Total governmental activities 3 54,683
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NOTES TO FINANCIAL STATEMENTS

March 31, 2008

NOTE I - CAPITAL ASSETS (Continued)

The property, plant, and equipment in Township business-type funds at March 31, 2008 are summarized as follows:

Atlantic Mine
TLand

Capital assets - utility System

Accumulated depreciation - utility System
Net capital assets being depreciated

Net capital assets

Painesdale Sewer Fund
Land

Capital assets - utility system

Accumulated depreciation - utility system

Net capital assets being depreciated

Net capital assets

Retail Water Fund

Land
Construction in progress
Subtaoial
Capital assets being depreciated:
Buildings
Equipment/Vehicles/Maclinery
Office Equipment
Utility System
Subtotal

Accumulated depreciation:
Buildings
Equipment/Vehicles/Machinery
Office Bquipment
Utility System

Subtotal

Net capital assets being deprecisted

Net capital assets

SEWER FUNDS
Balance Balance
4/01/2007 Additions Deletions 3/31/2008
8 2000 % 0] g 3 2,000
3,692,816 ] ] 3,692916
1,016,365 105.103 Y] 1,121,468
2.676,551 {105,103) 0 2,571,448
§ 2678551 § (135,103} 0 % 2,573,448
Balance Balance
4/01/2007 Additions Deletions 3/31/2008
b 68,761 § 0 0% 68,761
3,810,076 0 0 3,810,076
325752 95,252 0 421,004
3,484,324 (95.252) 0 3,389.072
$ 3,553.085 % (95,252) 0 3 3,457,833
WATER FUNDS
Balunce Balance
40172007 Additions Deletions 3/31/2008
5 30941 % 0 D 3 39,94}
80.909 0 0 - 80,9049
120,830 0 0 120.850
42,201 0 J 42,201
65,855 0 0 653,835
3,492 0 0 3,492
1.492,855 0 ] 1,492,855
1,604,503 1] g 1,604,503
25,336 1,035 0 26,391
62,927 2,280 4] 65,207
2,644 424 0 3,068
648,885 27,613 3] 676,498
139,792 31,372 0 711,164
864,711 (31,37%) 0 833,339
% 985,561 $ (31,372) g % 954,189

NOTE F - CAPITAL ASSETS (Continued)
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March 31, 2008
Wholesale Water Fund Balance Balance
4/01/2007 Additions Deletions 3/31/2008
Land $ 13975 & 0 & g 3 13,975
Capital assets being depreciated;
Buildings 228,833 o 0 228,833
Wellhead Protection 8.528 ¢ 0 8.528
Office Equipment 1,016 0 0 1,016
Utility System 1,973,271 3,528 0 1,976,799
Equipment/Vehicles/Machinery 66,170 4] 4 66,170
Subtotal 2,277,818 3.528 0 2,281,346
Accunulaled depreciation:
Buildings 82,058 5,945 0 88,003
Wellhead Protection 2,771 426 0 3,197
Office Equipment 1,016 0 0 1,016
Utility System 835,581 42,258 0 877,839
Equipmeant/Vehicles/Machinery 57.406 3,017 0 60.423
Subtotal 978,832 51,646 0 1,030,478
Net capital assets being depreciated 1,208.986 {48.118) 0 1,250,868
Net capital assets 5 1,312,961 3 (48,1183 & 0 % 1,264,843

NOTE G - BOND PAYMENT AND RESERVE REQUIREMENTS - PROPRIETARY FUNDS

WHOLESALE WATER FUND

Bond and Interest Redemption Account - The 1992 Water Supply System Revenue Bond requires that the township set aside
each quarter on or after July 1, an amount not less than 1/2 of the amount of interest due on the next interest payment and 1/4
of the amount of principal due on the next principal payment date. The township's Bond and Interest Redemption Account
balance should be $34,736 at March 31, 2008, The township is in compliance with bond reguirements.

Bond Reserve Account - The 1992 Water Supply System Revenue Bond requires that the township establish a bond reserve
account to be used for payment on the bond in the event of defauit. At March 31, 2008, the Bond Reserve account should be
$100,000. The township is in compliance with bond requirements.

Repair and Replacement Account - The 1992 Water Supply SystemRevenue Bond states the township has the option to establish
a separate fund for the purpose of paying the cost of repairing or replacing any damage to the system, repairing or replacing
obsolete, deteriorating portions of the system, or making improvements to the system, when tiecessary. The township has
set aside $100,000 designated for this aceount.

ATLANTIC SEWER FUND

Bond and Interest Redemption Account - The 1995 Sewage Disposal System Revenue Bonds requires that the township set
aside each quarter on or after April 1, an amount not less than ¥ of the amount of interest due on the next interest payrment

and 1/4 of the amount of principal due on the next principal payment. The township's Bond and Interest Redemption Account
balance should be $19,244 at March 31, 2008. The township is in compliance with bond requirements.



TOWNSHIP OF ADAMS
NOTES TO FINANCIAL STATEMENTS
March 31, 2008

NOTE G - BOND PAYMENT AND RESERVE REQUIREMENTS - PROPRIETARY FUNDS (Continued)

Bond Reserve Account - The 1995 Sewage Disposal Revenue Bond requires that the township establish a bond reserve account
to be used for payment on the bond in the event of default. At March 31, 2008, the Bond Reserve account should be $38,700.
The township is in compliance with bond requirements.

PAINESDALE SEWER FUND

Bond and Interest Redernption Account - The 2001 Sewage Disposal System Revenue Bond requires that the township set
aside each quarter on or after April 1, an amount not less than ¥ of the amount of interest due on the next interest payment
and 1/4 of the amount of principal duc on the next principal payment. The township's Bond and Interest Redemption Account
balance should be $25,032 at March 31, 2008. The township is in compliance with hond requirements.

Bond Reserve Account - The 2001 Sewage Disposal Revenue Bond requires that the township establish a bond reserve account
to be used for payment on the bond in the event of default. At March 31, 2008, the Bond Reserve account should be $32,500.
The township is in compliance with bond requirements.

Repair and Construction Account - The 2001 Sewage Disposal Revenue Bond requires that monies be transferred each quarter
of the fiscal into the Repair and Construction Account in an amouni not fess than $1,100, less the amount, if any, deposited

into the Bond Reserve Account at the beginning of the same fiscal year quarter that is specified for the hond. At March 31,
2008, the township is in compliance with bond requirements,

NOTE H - ACCUMULATED UNPAID SICK LEAVE AND COMPENSATORY TIME

Township employees accumulate sick leave days monthly at a rate of one day per month. The employees will be compensated,
upon retirement, at the rate of half pay for accumulated sick leave days. The maximum sick leave acerual is ninety (90) days.
Accumulated unpaid sick leave at March 31, 2008 and 2007 was $2,279 and $12,362, respectively.

NOTE I - LONG-TERM DEBT

Sewage Disposal Bond

Sewage Disposal System revenue bonds were issued in 1995 in the amount of $661,000 for the purpose of acquiring, constructing,
and equipping improvements to the Township’s sewage disposal system. This bond is self-liquidating and is not a general
obligation of the Township, but is payable both us to principal and interest solely from the revenues of the Sewage Disposal
System. The band bears an interest rate not to exceed 4,.5% per annum.

The bonds are subject to redemption prior ta maturity, in inverse chrenological order, at the option of the Township, on any
interest payment date after October 1, 1997, The payment schedule for the bond is as foliows:
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NOTE I - LONG-TERM DEBT (Continued)

SEWAGE DISPOSAT SYSTEM FUND
SCHEDULE OF REVENUE BONDS

Fiscal April 1 October 1 October 1

Year Intersst Interest Principal Total
2008-09 3 13,667 3 13,667 b 11,000 $ 38,334
2005-10 13,342 13,416 11,000 37,758
2010-11 13,092 13,165 12,000 38,257
2011-12 12,820 12,891 12,000 371
2012-13 12,618 12,618 13,000 38,236
2013-18 38,060 58,320 75,000 191,380
2018-23 48,725 48,942 95,000 192,667
2023.28 36,894 37,054 119,000 192,948
2028-33 22,149 22,223 147,000 191,372
3033-38 4,765 4,791 104,000 113,556

TOTAL 5 236,132 $ 237,087 3 599,000 3 1,072,219

Water Supply Svsterm Bonds

Water Supply System revenue bonds were issued in 1992 in the amount of $1,553,000 for the purpose of acquiring and constructing
the Township's Water Supply System. This bond is self-liquidating and is not a general obligation of the Township, but is

payable both as to principal and interest solely from the revenues of the Water Supply System. The bond bears an interest
rate not to exceed 5.75% per annum,

The bonds are subject to redemption prior to maturity, in inverse chronelogical order, at the option of the Township, on any
interest payment date after June 1, 1993. The payment schedule for the bond is as follows:

WATER SUPPLY SYSTEM FUND

SCHEDULE REVENUE BONDS
March 31, 2008

Fiscal June 1 December 1 June 1

Year Interest Interest Princinal Total
2008-09 5 33,019 Y 32,258 & 26,000 3 91.277
2009-10 32,080 31,439 28,000 91,519
2000-11 31,265 30,591 29,000 60,856
2011-12 30,422 20,685 31,000 81,107
2012-13 29,685 28,720 33,000 01,405
2013-18 132,181 127,074 195,000 454,255
2018-23 100,480 93,441 256,000 445,921
2023-28 58,739 49,075 339,000 444,814
2028-33 9,686 4,095 192,000 205,781

TOTAL $ 457,551 $ 426,378 b 1,128,000 § 2,012,835
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NOTEI - LONG-TERM DEB'T (Continued)

Sewage Disposal Svstem (Painesdaie) Bond

Sewage Disposal System (Painesdale) revenue bond was issued in 2001 in the amount of $918,000 for the purpose of acquiring,
constructing, and equipping improvements to the Township's sewage disposal systemn serving the Painesdale area. This bond
i self-liquidating and is not a general obligation of the Township, but is payable both as to principal and interest solely from
the revenues of the Sewage Disposal System. The bond bears an interest rate not (0 exceed 4.5% per annum.

The bonds are subject to redemption prior to maturity, in inverse chronological order, at the option of the Township, on any
interest payment date after October 1, 2002.

SEWAGE DISPOSAL SYSTEM (FPAINESDALE)
SCHEDULE OF REVENUE BONDS

March 31, 2008

Fiscal April 1 Gctober 1 October 1

Year Interest Interest Principal Totil
2008-09 $ 19,532 b 19,532 L 11,000 3 50,064
2009-10 15,282 19,282 12,000 50,564
2010-11 19,010 19,010 12,000 50.02¢
2011-12 18,737 18,737 13,000 50,474
2012-13 8,442 18,442 13,000 49,884
2013-1§ 87,396 87,356 77,000 251,792
201 8-23 77,902 71,902 95,000 250,804
2023-28 65,978 65,978 120,000 251,956
2028-33 51,147 51,147 148,000 250,204
2033.38 32,737 32,727 185,000 250,454
2038-42 9,903 9,903 173,940 153,746

TOTAL i 420,056 b 420,056 3 859,940 b 1,700,052

2001 Speeial Assessment Bonds

Special assessment bonds were issued in 2001 in the amount of $80,000 for the purpose of defraying part of the cost of road
improvements to Spring Braok Lane Road in the Township. The bonds are being repaid from collections on certain special

assessment rolls. In additien, the Township has pledged its full faith and credit for rcpaymant of the bonds. The bonds bear
an interest rate of 4.5% per annum.

Bonds maturing in the years 2008 and thereafter, are subject to redemption prior to maturity, in any order of maturity and by
lot within any maturity, at the option of the Township on any interest payment date after April 1, 2007, at par and accrued
interest to the date fixed for redemption. The payment schedule for the bonds is as follows:
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NOTE I - LONG-TERM DEBT (Continued)

SPRING BROOK LANE

SCHEDULE OF SPECIAL ASSESSMENT BONDS

March 31, 2008

Fiscal April 1 October 1 April L

Year Interast Interest Principal Total
2008-09 8 788 % 563 % 10,000 & 11,35]
2009-10 563 430 5,000 6,013
2010-11 430 235 10,000 10,675
2011-12 225 - 10.000 10,225
TOTALS ) 2026 % 1,238 § 35000 % 38,264

The foilowing is a summary of the changes in long-term debt principal for the year ended March 31, 2008:

Enterprise
Sewage Disposal
Water Supply
Painesdale Sewage
Total Enterprise

Special Assessment-Spring Brook Lane

Total

Balance Balance Current
3431407 Additions Reductions 3/31/08 Portion
% 609,000 § 0% 10,000 § 399,000 & 11,000
1,154,000 0 25,000 1,125,000 26,000
870,949 0 10,940 860,000 11,000
2,633,940 0 45,840 2,588,000 48.000
45,000 0 10,600 35,000 10.000
N 2.678.940 § g% 55040 32623000 §3 58.000

As of March 31, 2008, the aggregate maturities of long-term debt for the next ten years and thereafter are as follows:

SUMMARY SCHEDULE OF I ONG-TERM DEBT

March 31, 2008

Fiscal
Year Interest Principal Tatal
2008-09 b 133,026 5 58,000 h 191,026
2009-10 129,854 56,000 185,854
2010-11 126,808 63,000 189,808
2011-12 123,517 66,000 189,517
2012-13 120,325 59,000 178,525
2013-18 550,427 347,000 897,427
2018-23 447,392 446,000 893,302
2023-28 313,718 578,000 891,718
2028-33 160,447 487,000 647,447
2033-38 75,010 289,000 364,010
2038-42 19,806 174,000 193,806
TOTALS $ 2200530 % 2.623.000 3 4823530
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NOTE J - DEFERRED REVENUE

Deferred revenues are those where asset recognition criterja have been met, but for which revenue recognition criteria have
not beea met, The following schedule details deferred revenue as of March 31, 2008:

Special
Fund Assessmenis
Baltic Sewer Fund § 26,463
Trimountain Sewer Fund 35,759
TOTAL 5 62,322

NOTE K - SEGMENT INFORMATION FOR ENTERPRISE FUNDS

The Township maintained six Enterprise Funds which provided water and sewer services. Segment information for the year
ended March 31, 2008 is as follows;

Baltic Painesdale Trimouniain
Sewer Sewer Sewer
Operating Revenues $6,675 586,353 310,669
Depreciation 30 $95,252 50
Operating Income (Loss) $(13,345) $(22,040) 5(56,274)
Non-operating Revenue (Expense) $260 $(18,622) $304
Net Income (Loss) $(13,085) $(40,662) $(55,970)
Property, Plant & Equipment Additions $0 50 50
Net Working Capital (Deficit) $75,892 256,894 $(57.941)
Total Assets $122 380 $3,759,953 §161,19%
Total Equity §75,892 $2,865,727 5(97,941)
Atlantic Mine Wholesals Retail
Sewer Watar Water
Operating Ravenues $75,878 $288,615 $128,648
Depreciation $105,103 £51.647 $31,372
QOperating Income (Loss) $(48,547) $54,421 $(53,987)
Nen-operating Revenue (Bxpense) $2.47N $(43,879) $4.446
Net Income (Loss) $(38,024) $10,542 5(49,541)
Praperty, Plant & Equipment Additions $0 $3,528 50
Net Working Capital {Deficit) $(10,859} $198,540 562,002
Total Asscts $2,858,978 52,011,038 $1,133,630
Total Equity §2,239,449 5855310 $1,097,586

NOTEL - RISK MANAGEMENT

The Township is exposed to various risks of [oss related to torts; theft of, damage to, and destruction of assets: errors and omissions:
injuries to employees; and natural disasters. The Township conlinues to carry commercial insurance for property, ltability,
wrongful acts, crime inland marine, and other risks of loss including worker’s compensation and accident insurance. Settled
claims resulting from these risks have not exceeded commercial insurance coverage in any of the past three fiscal years.
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NOTE M - DEFINED CONTRIBUTION PLAN

The Township is a member of the Manutife Defined Contribution Pension Plan for Michigan Township Employees and provides
pension benefits for all of its eligible employees through this plan. In a defined contribution plan, benefits depend solely on
amounts contributed to the plan plus investment earnings. Full-time employees working forty hours or more per week and
elected Township officials are eligible to participate from their date of employment. Voluniary contributions may be mads
up to a maximum of 10% of annual compensation. Township contributions for each employee and interest allocated to the
employee’s account are fully vested. Any amounts contributed voluntarily by the employee, under the plan, plus any interest
earnings, are fully vested at the time of the contribution or crediting of investment earnings, The Tawnship made contributions
in the amount of $3,861 for the fiscal year ending March 31, 2008,

NOTE N - SUBSEQUENT EVENT

The Township anticipates to be awarded a $1,893,000 grant and a $552,000 loan from U.S. Department of Agriculture - Rural
Development for new sewage collection and pumping system (Trimountain location) for appraximately 103 homes plus a
new sewage treatment lagoon. The total estimated cost of the project is $2,525,000, with a $1,893,000 grant, $552,000 loan
proceeds, and $30,000 contribution from the township. Construction for the praject is planned for summer of 2008,

NOTE O - RECLASSIFICATION

Certain items in the March 2007 financial statements have been reclassified to conform with the current year presentation.
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BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

For the Year Ended March 31, 2008

REVENUES:
Current property laxes
Special assessment - street lights
Commecrical forest revenue
Yield tax
State shared revenus
Other state
Administration and collection fees
Cemetery fees
Interast
Library
Franchise fees
Reimbursements
Contributions
Miscellanaous
Rentals

TOTAL REVENUE

EXFPENDITURES:

General government
Township board
Township supervisor
Legal, accounting, and audit
Clerk
Treasurer
ASs5es507
Elections

Building and grounds

Cemetary

Constable

Public works

Recreation

Library

Other activites

TOTAL EXPENDITURES

EXCESS (DEFICTENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SQURCES (USES})
Operating transfers out

NET CHANGE IN FUND BALANCE
FUND BALANCE - BEGINNING OF YEAR

FUUND BALANCE - END OF YEAR

Budgeted Amounts Actual Variance
Original Final (GAAP Basis) _ Final to Actual
$ 44000 3 44000 $ 43172 § (828)
8,400 8,400 8,208 {192)
1,000 3,000 843 (2,157)
134,500 136,000 133,842 {2,158)
1,100 1,160 108 {(82)
17,100 17,600 20,954 3,354
10,000 10,000 8,300 {1,700}
3,200 3,200 5,252 2,052
3,600 3,600 3,450 {150}
6,000 6,200 6,239 39
1,050 1,050 6,499 5,449
150 150 100 {50
3,050 3,050 1,412 {1,638)
2,700 2,700 2,850 150
235,850 240,050 242,139 2,085
18,355 8,780 4 855 3,825
5,585 4,584 5,560 1,024
1,060 10,600 8,021 1,579
27470 34470 25,805 B.B665
15,600 15,300 14,737 563
10,700 10,700 10,6847 33
4,450 4,600 3,177 1,423
36,000 37,000 35,279 1,721
14,760 16,200 12,634 3,566
841 841 841 R
38,000 38,000 33,228 4,772
2,000 2,250 2,085 163
7450 7.450 6,761 685
28,050 31,0580C 20,580 10,470
21 1,201 223,325 184,210 35,015
24 649 16,825 57,929 41,104
- - {20,500} {23,500}
$ 24,648 % 16,825 37428 % - 20,604
573,800
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SUPPLEMENTAY, FINANCIAL INFORMATION




ASSETS:
Cash
Taxes receivable
Due from other funds
Due from fiduciary funds
Prepaid expenses

TOTAL ASSETS
LTIABILITIES:
Accounis payable
Due to other funds
Accrued expenses
TOTAL LIABILITIES
FUNB EQUITY

TOTAL LIABILITIES AND FUND EQUITY

TOWNSHIP OF ADAMS
GENERAL FUND
BALANCE SHEETS
March 31, 2008 and 2007

2008 2007
b 391.017 424,260
7,270 11,589
292,416 218,207
745 177
8.809 7.335
b 706.257 661.568
$ 6,983 4,944
81,393 77,891
6,643 4,924
95,019 87.7159
611,238 573.809
3 706,257 461,568
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TOWNSHIP OF ADAMS
GENERAL FUND

DETAILED STATEMENTS OF REVENUES, EXPENDITURES. AND

REVENUES:
Current property axes
Special assessment - street lights
Commerical forest revenug
State shared revenues
Other state revenue
Administration and collection fees
Cemetery facs
Interest
Library
Franchise fees
Reimbursemenis
Contribuiions
Miscellaneous
Rentals

TOTAL REVENUES

EXPENDITURES:
ASSESSOR:
Tax supplies
Contract labor

Total assessor
SUPERVISOR:
Salaries
Supplies
Tetal supervisor
CLERK:
Salaries

Office supplies

Total clerk

CHANGES TN FUND BALANCE
Yeusrs Ended March 31, 2008 and 2007

2008 2007
3 43,172 45,340
8,208 11,651
843 843
133,842 132,355
1,018 1,018
20,954 16,730
8.300 7,540
5,252 4,065
3,450 3,600
6,239 2,909
6,499 893
100 100
1,412 3,390
2,850 2,700
242.139 237.138
3.447 3,238
7.200 7,800
10.647 11.038
5,560 5,560
- 35
3,560 3,585
5,959 5,884
3588 422
6347 6,306
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TOWNSHIP QF ADAMS
GENERAL FUND
DETAILED STATEMENTS OF REVENUES, EXPENDITURES. AND

CHANGES IN FUND BALANCE (Continued)
Years Ended March 31, 2008 and 2007

2008 2007

TREASURER/ACCOUNTING:

Salaries 15,821 12,790

Supplies 2,181 1,414

Printing and publishing 4156 2,734
‘Total treasurer/accounting 22,758 16,938
GENERAL SERVICES:

Professional services 19.458 568
TOWNSHIP BOARD:

Salaries 1,680 1,680

Supplies 581 800

Printing and publishing 220 034

Professional services 426 4,590

Contract labor 162 162

Miscellaneous 1.786 2.146
Total township board 4,855 10.312
CEMETERY:

Salaries §,076 6,345

Supplies 2,019 1,306

Utilities 164 677

Contract lahor 1.375 1.480
Total cemetery 12,634 10.008
PUBLIC WORKS:

Supplies 1,256 2,707

Utilities 30,835 32,081

Contract labor 455 1,399

Repair & maintenance 582 582
Total public works 33,228 36,769
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TOWNSHIP OF ADAMS

GENERAL FUND

DETAILED STATEMENTS OF REVENUES. EXPENDITURES, AND

OTHER ACTIVITIES;
Payroll taxes
Emgployee benefits
Insurance
Board of review
Miscellaneous

Taotal other activities

RECREATION:
Utilities

Total recreation

LIBRARY:
Utilities
Total iibrary

CONSTABLE
Salaries

ELECTIONS:
Salaries
Supplies
Printing and publishing

Total elections

MAINTENANCE BUILDING:

Salaries
Supplies
Utilities
Contract !labor

Total maintenance building

CHANGES TN FUND BALANCE (Continued)

Years Ended March 31, 2008 and 2067

2008 2007
3,652 3,424
3,861 3,279
12,628 15,627
242 403
197 2,536
20.580 25.269
2085 1.352
2,085 1,352
6,761 6,297
6,761 6,297
841 910
1,813 2,179
642 1,200
722 468
3,177 3.847
6,071 6,574
7,982 5,539
21,226 16400
- 3.346
35,279 31.839
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TOWNSHIP OF ADAMS
GENERAL FUND
DETAILED STATEMENTS OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCE (Continued)
Years Ended March 31, 2008 and 2007

2008 2007
TOTAL EXPENDITURES 184210 167.068"
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES 57.529 70,070
Transfer in (out) (20.500) -
FUND BALANCE (DEFICIT), BEGINNING OF YEAR 573,809 503,739
FUND BALANCE (DEFICIT), END OF YEAR 3 G11.238 & 573.809
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TOWNSHIP OF ADAMS
YIRE PROTECTION FUND
BALANCE SHEETS
March 31, 2008

2008 2007
ASSETS:

Taxes receivable $ 6.388 5 6,947

Due from other funds 7.011 6,560
TOTAL ASSETS '3 13.399 M 13.507
LIABHITIES:

Accounts payable $ 571 3 -
TOTAL LIABILITIES: 571 -
FUND EQUITY:

Fund balance 12,828 13,507
TOTAL LIABILITIES AND FUND EQUITY 3 13,399 5 13,507
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TOWNSHIP OF ADAMS
FIRE PROTECTION FUND
DETAILED SCHEDULES OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCE
Year Ended March 31, 2008

2008 2007

REVENUES:

Taxes $ 22640 8 28,232

Miscellaneous 2.286 5,342
TOTAL REVEMNUES: 24826 33.574
EXPENDITURES:

Suppiies 13,524 9812

Utilities 10,349 6,753

Repairs & maintenance 1,732 870

Capital outlay - 22.733
TOTAL EXPENDITURES: 25.605 40,168
EXCESS (DEFICENCY) OF REVENULES

OVER EXPENDITURES (679) (6,594}
FUND BALANCE, BEGINNING OF YEAR 13,507 20,101
FUND BALANCE, END OF YEAR g 1288 3 13,507
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TOWNSHIP OF ADAMS
BALTIC SEWER
DETAIL SCHEDULES OF REVENUES, EXPENSES,
AND CHANGES IN RETAINED EARNINGS
Years Ended March 31, 2008 and 2007

2008 2007
OPERATING REVENUES:

Special assessment & 6.675 3 7,745
EXPENSES:

Bank service charges 20 -

Professional fees 20,000 25
TOTAL EXPENSES: 20.020 25
OPERATING INCOME (LOSS) {13,345) 1,720
NON-OPERATING REVENUES (EXPENSES):

Interest income 260 278
NET INCOME (LOSS) (13,085) 7,998
RETAINED EARNINGS, BEGINNING OF YEAR 88.977 80.979
RETAINED EARNINGS, END OF YEAR b 75.892 N 88 977
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TOWNSHIP OF ADAMS
PAINESDALE SEWER
DETAIL SCHEDULES OF REVENUES, EXPENSES,

AND CHANGES IN RETAINED EARNINGS

Years Ended March 31, 2008 and 2007

2008 2007

OPERATING REVENUES:

Special assessment - 5 1,210

Special assessment - operation & maintenance 32,13 31,990

Special assessment - debt retirement 54,159 23,350

Other &3 25
TOTAL CPERATING REVENUES 86,353 86.575
EXPENSES:

Salaries 8918 5411

Supplies 2,260 2,128

Utilities 1,420 1,973

Depreciation 95,252 05,252

Refunds 43 -

Miscellaneous 500 3,338

Contract labor - 360
TOTAL EXPENSES 108,393 108,462
OPERATING INCOME (22.040) (21.887)
NON-OPEEATING REVENUES (EXPENSES):

Interest income 974 979

Interest expense {19,596) {39.419)
TOTAL NON-OPERATING REVENUES (EXPENSES) (18.622) (38.4400
NET INCOME (LOSS) (40,662} (60,327)
RETAINED EARNINGS, BEGINNING OF YEAR 257,117 234,987
ADIUSTMENTS TO FUND EQLATY:

Depreciation en Contributed Capital 82,457 82457
RETAINED EARNINGS, END OF YEAR 298012 % 257.117
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TOWNSHIP OF ADAMS

TRIMOUNTAIN SEWER
DETAIL SCHEDULES OF REVENUES, EXPENSES,
AND CHANGES IN RETAINED EARNINGS
Years Ended March 31, 2008 and 2007

CPERATING REVENUES:
Special assessment
Miscellaneous
TOTAL OPERATING REVENUES:
EXPENSES:
Miscellaneous
Engineering scrvices
TOTAL EXPENSES
OPERATING INCOME (1.OSS)

NON-OPERATING REVENUES (EXPENSES):
Interest income

NET INCOME (I.0S8)
RETAINED EARNINGS, BEGINNING OF YEAR

RETAINED EARNINGS, END OF YEAR

2008 2007

5 10,635 8,615
34 -

10.669 8.615

) 29

66,911 2.154

66,943 2,183

(56,274) 6,432

304 327

(55,970 6,759

(41.971) (438.730)
5 (97.941) (41.971)




TOWNSHIP OF ADAMS

ATLANTIC MINE SEWER

DETAIL SCHEDULES OF REVENUES, EXPENSES
AND CHANGES IN RETAINED EARNINGS

Years Ended March 31, 2008 and 2007

OPERATING REVENUES:
Charges for services
Miscellaneous

TOTAL OPERATING REVENUES:

EXPENSES:
Salaries
Supplies
Utilities
Insurance
Repairs & maintenance
Depreciation
Miscellaneous
Contract labor

TOTAL EXPENSES
OPERATING INCOME (1.OSS)
NON-OPERATING REVENUES (EXPENSES):
Interest income
Interest expense
TOTAL NON-OPERATING REVENUES {(EXPENSES)
NET INCOME (LOSS)

RETAINED EARNINGS, BEGINNING OF YEAR

ADJUSTMENTS TO FUND EQUITY:
Depreciation on Contributed Capital

RETAINED EARNINGS, END OF YEAR

2008 2007

$ 75378 % 72,086
500 3,493

75,878 75,579

4,565 2,150

3,387 2,707

4,806 4,066

- 1,343

- 543

105,103 104,855

58 620

6,506 7,861

124,425 124,145
(48,547 (48.566)

4,226 3,349
(13.703) (27.585)

(9.477) (24,236)
(58,024) (72,802)

101,451 88,314

85,939 85,939

$ 129366 & 101,451
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TOWNSHIP OF ADAMS

WHOLESATLE WATER

DETAIL SCHEDULES OF REVENUES, TXPENSES,

AND CHANGES IN RETAINED EARNINGS

Years Ended March 31, 2008 and 2007

OPERATING REVENUES:
Charges for services
Qther

TOTAL OPERATING REVENUES

EXPENSES:
Salaries
Payrol! taxes
Employee benefits
Supplies
Office supplies
Utilities
Insurance
Contract [abor
Trivel expenses
Repairs & maintenance
Professional services
Depreciation
Misceilaneous

TOTAL EX¥ENSES
OPERATING INCOME (LOSS)
NON-OPERATING REVENUES (EXPENSES):
Interest income
Enterest expensa
TOTAL NON-OPERATING REVENUES (EXPENSES)
NET INCOME (1LOSS)

RETAINED EARNINGS, BEGINNING OF YEAR

ADIUSTMENTS TO FUND EQLATY:
Depreciation en Contributed Capital

RETAINED EARNINGS, END OF YEAR

2008 2007

$ 280,803 § 277,577
7.812 4,069

288,615 281.646

37,705 38,436

3,281 4,636

37,390 39,718

31,045 23,929

78 34

57,563 52,843

5,554 14,211

750 4,407

266 ;

5,357 13,593

3,406 4,338

51,647 52,835

152 2,393

234,194 251,373

54.421 30,273

21,394 17,871
(65.273) (66,570)

(43,879 (48.,699)
10,542 (18.426)

746,177 763,853

750 750

$ 757,460 $ 746,177
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OPERATING REVENUES:

Charges for services
Miscelloneous

TOTAL OPERATING REVENUES

EXTENSES:
Salaries
Payroll taxes
Supplies
Office supplies
THtilities
Insurance
Repairs & maintenance
Travel expenses
Professional services
Depreciation
Capital outlay
Miscellaneous

TOTAL EXPENSES

OPERATING INCOME (LOSS)

TOQWNSHIP OF ADAMS

RETAII: WATER

DETAIL SCHEDULES OF REVENUES, EXPENSES,
AND CHANGES IN RETAINED EARNINGS

Years Ended March 31, 2008 and 2007

NON-OPERATING REVENUES (EXPENSES):

Interest income

NET INCOME (LOSS}

RETAINED EARNINGS, BEGINNING OF YEAR

ADJUSTMENTS TO FUND EQUITY:
Depreciation on Coniributed Captial

RETAINED EARNINGS, END OF YEAR

47

2008 2007

$ 127,208 & 127,276

1.439 116

128,648 127.392

43,595 38,276

- 1,440

17,445 2,204

2,654 2,682

51,256 46,804

10,977 12,290

25,306 8,954

30 11

- 2,533

31372 34,935

- 270

- 185

182.635 150,676
(53,%87) (23,284)

4.446 2,868
{49,541) (20.418)

875,695 875,159

20,952 20,952

£ 847106 § 875.693




TOWNSHIP OF ADAMS

TAX COLLECTION FUNDS

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

ASSETS:

Cash
Due from County
TOTAL ASSETS

LIABILITIES:

Due to Oeneral Fend

Due to Retail Water Fund

Duc to Fire Protection Fund
Due to Debt Retirement Fund
Due to other governmental uniis

TOTAL LIABILITIES

ASSETS:
Cash

TOTAL ASSETS

LIABILITIES:

Duc to General Fund

Due to Fire Prolection Fund
Due to other governmental upits

TOTAL LIABILITIES

ASSETS:

Cash
Duc from County
TOTAL ASSETS

LIABILITIES:

Dize to Generat Fand

Due to Retail Water Fund

Due ta Fire Proteclion Fund
Due to Debt Retirement Fund
Due {o other governmental units

TOTAL LIABILITIES

Year Ended March 31, 2008

TAX COLLECTION FUND
Balance Balance
3731407 Additions Decductions 3/31/0R
24,761 % 1,261,645 1,259,468 26,938
1] 10,623 1] 10.623
24,761 % 1,272,268 1.259.468 37.561
170 & 51,414 50,868 716
0 59,340 59,346 G
0 ¢ 0 (#]
0 o] 4] ¢]
24,591 1,161,508 1,149,254 36.845
24761 % 1,272,268 % 1,250 468 37,561
DELINQUENT TAX COLLECTION FUNT}
Balance Balance
3T Additions Deductions 331/08
=] 52,175 51,777 449
51 § 32,175 51,717 449
7 % 5,586 5,364 29
63 % 40 80 23
{19} 46,549 46,133 397
51 § 52,175 51,777 445
TOTAL FUNDS
Balance Balance
3731707 Additions Deductions 3/31/08
24812 % 1,313,820 1,311,245 27,387
] 10,623 8] 10.623
24812 & 1,324.443 1.311.245 38.010
177 § 57,000 56,432 745
t] 59,346 58,346 0
63 40 80 23
1] 0 0 0]
24,572 1,208,057 1,195,387 37,242
24812 % 1.324.443 1,311,243 38,010
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAT, STATEMENTS PERFORMED IN ACCORDANCE,
WITH GOVERNMENT ATUDITING STANDARDS

Henorable Supervisor and Board of Trustees
Township of Adams
Painesdale, Michigan

We have audited the financial statements of the governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund infermation of the Township of Adams as of and for the year then ended March 31, 2008 which
collectively comprise the Township's basic financial statements ang have issued our report thereon dated J uly 22,2008, We
conducted our auditin accordance with anditing standards generally accepted in the United States of America and the standards

applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States,

Internal Contro! Over Financial Reporting

In planning and performing our audit, we considered the Township’s internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the purpaose
of expressing an opinion on the effectiveness of the Township's internal contro] over financial reporting. Accordingly, we
do not express an opinion on the effectiveness of the Township's internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding paragraph
and would not necessarity identify all deficiencies in internal control aver financial reporting that might be significant deficiencies

or material weaknesses. However, as discussed below, we identified certain deficiencies in internal control over financial
reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant deficiency
isacontrol deficiency, or combination of control deficiencies, that adversely affects the Township’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelitood that a misstatement of the Township’s financial statements is more than inconsequential
and will not be prevented or detected by the Township’s internal control. We consider the deficiencies described in the accompanying
schedule of findings and responses as iten 2008-1 to be significant deficiencies in internal control over financial reporting.

A material weakmess is a significant deficiency, or combination of significant deficiencies, that results in more than a remote

likelihood that & material misstatement of the financial statements will be not be prevented or detected by the Township of
Adams’ internal control, :
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Our cansideration of internal control over financial reporting was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in the internal control that might be significant deficiencies
and, accordingly, would not necessarily disclose all significant deficiencies that are alsc considered to be material weaknesses.

Compliance

As partof obtaining reasonable assurance about whether the Township’s financial statements are free of material misstaternent,
we performed tests of ils compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed instances of noncompliance or other matters that are required to be reported

under Government Auditing Standards and which are described in the accompanying schedule of findings and respanses as
item 2008-1.

We noted certain matters that we reported to management of the Township of Adams in a separate letter dated J uly 22, 2008.

The Township of Adams’ response to the findings identified in our audit is described in the accompanying scheduie of findings
and responses. We did not audit the Township of Adams’ response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Township Board, others within (he entity and is not intended
to be and should not be used by anyone other than these specified parties.

LBriee A Rukckeita,, CPR.PC.

July 22, 2008 Certified Public Accountants
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TOWNSHIP OF ADAMS
SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended March 31, 2008

2008-1 - Preparation of Financial Statements in Accordance with GAAP

Criteria: Allentities are required to prepare financial statements in accordance with generally accepted accounting principles
(GAAP). This is a responsibility of management. The preparation of financial statements in accordance with GAAP requires’
internal controls over both recording, processing, and summarizing accounting data {i.c., maintaining internal books and records),
and reporting government-wide financial staterments, including related footnotes.

Condition; As js the case with many small entitics, the Township of Adams has historically relicd on its independent external
audilors to assist in the preparation of the financial statements and footnotes as part of its external financial reporting process.
Accordingly, the Township of Adams’ ability to prepare financial statements in accordance with GAAP is based, in part, on
its external auditors, who cannot by definition be considered a part of the internal contrals.

Cause: Due to the lack of knowledge, expertise and education relative to preparing GAAP financial statements possessed
by the finance department, management has made the decision that it is in their best interest to out source the preparation of
its annual financial statements to the auditors rather than incur the time and expense of obtaining the necessary training and
expertise required for the Township of Adams to perform this task internatly.

Effect: Asaresult ofthis condition, the Township of Adams lacks inlernal controls over the preparation of financial statements
in accordance with GAAP, and instead relies, in part, on its external auditors for assistance with this task.

View of Responsible Officials: The Township of Adams has evaluated the benefits of establishing internal controls over the
preparation of financial statements in accordance with GAAP, and determined that it is in the best interests of the Township
of Adams to out source this task to its external auditors, and to carefully review the draft financiais statements and notes prior
to approving them and accepting responsibility for their content and presentation.
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Tuly 22, 2008

Honorable Supervisor and Board of Trustees
Township of Adams
South Range, Michigan

We have audited the financial statements of the governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the Township of Adams for the year ended March 31, 2008, and have issued our

report theteon dated July 22, 2008, Professional standards require that we provide you with the follow ing information related
to our audit.

Our Responsibility under U.S, Generally Accepted Auditing Standards

As stated in our engagement letier dated May 5, 2008, our responsibility, as described by professional standards, is to express
opinions about whether the financial statements prepared by management with your-oversight are fairly presented, in all

material aspects, in conformity with U.S. generally accepted accounting principles. Our audit of the financial statements does
not relieve the Board of Trustees or management of it's responsibilities, as stated below.

Sigmificant Aundit Findings

Management is responsible for the selection and use of appropriate accounting policies, The significant accounting policies
used by the Township of Adams are described in Note A to the financial statements. No new accounting policies were adopted
and the application of existing policies was not changed during the year ended March 31, 2008, We noted no transactions
entered into by the Township of Adams during the year for which there is a Jack of authoritative guidance or consensus.

There are no significant transactions that have been recognized in the financial statements in a different period than when
the transaction oceurred,

Accounting estimates are an integral part of the financial statements prepared by management and are based on management's
knowledge and experience about past and current events and assumptions about future events, Certain accounting estimates
are particularly sensitive because of their significance to the financial statements and because of the possibility that future
events affecting them may differ significantly from those expected. The nost sensitive estimates affecting the financial
statements is current judgments. Management's estimate of the useful lives of fixed assets, used to calculate depreciation,
is based on the estimated useful lives of certain classes of assets. We evaluated the key factors and assumptions used to
develop the useful lives ta determine that they are reasonable in relation to the financial statements taken as a whole.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.



Township of Adams
July 22, 2008
Page 2

Correcied and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other than
those that are trivial, and communicate them to the appropriate level of management, Management has corrected all such
misstatements, In addition, none of the misstatements detected as a result of audit procedures and corrected by management
were material, either individually or in the aggregate, to the financial statements taken as a whole.

Disasreements with Management
For purposes of this letter, professional standards define a disagreement with management as a financial accounting, reporting,

or auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the
auditor's report, We are pleased to repert that no such disagreements arose during the course of our audit.

Manasement representations

We have requested certain representations from management that are included in the management representation letter dated
July 22, 2008.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters, simiiar to
obtaining a "second opinion” on certain situations, If a consultation involves application of an accounting principle to the
Township’s financial statements or a determination of the type of auditor’s opinion that may be expressed on those statements,
our professional standards require the consulting accountant to check with us to determine that the consultant has all the
relevant facts, To our knowledge, there were ne such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards, with
management each year prior to retention as the Township of Adams’ auditors, However, these discussions occurred in the
normal course of our professional reiationship and our responses were not a condition to our retention.

This information is intended solely for the use of the Township of Adams Board and should not be used for any other purpose.

It has been a pleasure to provide audit services to the Township of Adams. Management was prepared for the audit, providing
us with all supporting documents requested. Management was friendly, conscientious and very helpful.

We appreciate your business, thank you.

Very truly yours,

Eniee /o, Rukiclla,, CPA, PC.

Certified Public Accountants



Township of Adams
Comments and Recommendations
March 31, 2008

In planning and performing our audit of the financial statements of the Township of Adams, as of and for the year ended
March 31, 2008, in accordance with auditing standards generally accepted in the United States of America, we considered
the Township of Adams’ internal control over financial reporting (internal control) as a basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Entity's internal contral,

However, during our audit we became aware of opportunities for strengthening internal controls and operating efficiencies.
The lollowing items summarize our comments and suggestions regarding those matters.

We will review the status of these comments during our next audit engagernent. We have already discussed these comments
and suggestions with various persoanel, and we will be pleased to discuss them in further detail at your convenience, to
perform any addition study of these matters, or to assist you in implementing the recommendations.

Preparation of Financial Statements in Accordance with GAAP

Allentities are required [o prepare financial statements in accordance with generally accepted accounting principles (GAAP).
This is a responsibility of management, The preparation of financial statements in accordance with GAAP requires internal
cantrols over both recording, processing, and summarizing accounting data (i.e.,, maintaining internal books and records), and
reporting financial staternents, including related footnotes.

As is the case with many small enlities, the Township of Adams has historically relied on its independent external auditors
to assist in the preparation of the financial statements and footnotes as part of its external financial reporting process.
Accordingly, the Towaship of Adams’ ability to prepare financial statements in accordance with GAAP is based, in part, on
its external auditors, wha cannot by definition be considered a part of the internal controls.

Due to the lack of knowledge, expertise and education relative to preparing GAAP financial statements possessed by the
finance department, management has made the decision that it is in their best interest to out source the preparation of its
annual financial statements to the auditors rather than incur the time and expense of obtaining the necessary training and
expertise required for the Township of Adams to pecform (his task internally.

As a result of this condition, the Township of Adams lacks internal controls over the preparation of financial statements in
accordance with GAAP, and instead relies, in part, on its external auditors for assistance with this task.

‘The Township of Adams has evaluated the benefit of establishing internal controls over the preparation of financial statements
in accordance with GAAP, and determined that it is in the best interests of the Township (o out source this task to its external

auditors, and to carefully review the draft financial statements and notes prior to approving them and accepting responsibility
for their content and presentalion,

Timesheets

It was observed during the course of the audit that timesheets for the Water Supervisor and Treasurer are not being signed

for approval, Timeshects serve as substantiation of wages charged to various areas and should be approved by the Township
Supervisor.



Township of Adams

Comments and Recommendations
March 31, 2008

Page 2

Pavroll Check Signatures

The payroll account allows for two signatures, however, it was noted that there is only one signature utilized on payroll
checks. 'We recommend that dual signatures be utilized for all payroll checks.

Bank Reconciliations

General principles of internal control call for segregation of the functions of recording transactions, authorization of
transactions and custody of assets,

We advise that someone independent of the cash receipts and depositing duties, trace the written receipts to the bank deposit
and bank statement and also prepare the monthly bank reconciliations. At the minimum, the clerk should review all bank
statements, compare prior month’s ending balance with opening balance, and confirm balances to the monthly financial

reports. These procedures should be documented with the bank reconciliations and detailed within the Township’s policies
and procedures.

Purchasing Policy

While not required by a specific statute, we suggest local units such as the Township, adopt a purchasing policy. Such a
policy should address the following aspects:

Purpose-In general, the purpose of the purchasing policy is to encourage the efficient purchasing of appropriate goods or
services at appropriate prices;

Autharity- The policy should expressly state which employees have the authorily to purchase goods or services;

Approval- The policy should define a process to purchase goods and services, The policy may distinguish between types
of purchases and by dollar threshold. Often, purchase orders are also used to control and keep track of purchase
commitments, Based on the types of services and dollar limitations, the policy should direct; (1} when compstitiveness must

be introduced (bids); and (2) when additional approval is required,

Circumvention of Dollar Thresholds- The policy should expressly state that separating the wark of vendors into smaller
invoices is a violation of the doliar threshold rules;

Grant Requiremenis- Purchases to be reimbursed for grants are often required to follow additional purchasing requirements,
and the purchasing policy should adopt these requirements, at least indirectly by reference.

Separation of Duties - The palicy should separate the duties of ordering, processing for payments, and receiving.



Township of Adams

Commenis and Recommendalions
March 31, 2008

Page 3

Water & Sewer Billings

it was noted during the course of the audit that the Billing Clerk manually enters all information from the meter books and
that no one reviews any reports before the bills go out. We recommend that reports be reviewed by the supervisar before
billings go out. In addition, we recommend any adjustments made by the Billing Clerk be approved at the same time.

We also suggest that an outstanding billing report be given to the Board monthly.

Water & Sewer Receivables

We suggest that the Treasurer reconcile the receivables in Quickbooks to the monthly receivable reports prepared by the
Billing Clerk.

Segrepation of Duties

General principles of internal control call for segregation of duties to reduce the risk of errors or misappropriation. It was
noted that the Water Billing Clerk collecis money, prepares the deposit, and makes the deposit. At the minimum, we
recommend sameone other than the Billing Clerk make the deposit.

Computer Backups

We suggest backups for all software programs be done after any work or changes are done within a particular program. It's
important that the Township maintain reliable systems that include appropriate data backup and recovery processes.

This information is intended solely for the use of the Board and management of the Township of Adams and others within
the organization, and is not intended to be and should not be used by anyone other than these specified parties.



